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CERTIFIED M A I L  

D e a r  App l i c a n t :  

Ne h a v e  c o n s i d e r e d  y o u r  app l i c a t  i on f a r  r e c o g n  i t  
F e d e r a l  income "ca): u n d e r  s e c t i o n  50 1 (c )  14) o f  the In.i;elVna l Revenue '  ,, 

Code a n d  have' d e t e r m i n e d  t h a t  y o u  dl> n o t  qua ! i f y  for  tax e x e m p t  i o n  
u n d e r  t h i s  s e c t i o n .  C u r  r e a s o n s  f o r  t h i s  c u n c l  u s i o n  a n d  t h e  f a c t s  qn: 
w h i c h  i t  is b a s e d  a r e  e x p l a i n e d  b e l o w .  

T h e  i n f o r m a t i o n  s u b m i t t e d  i n d i c a t e s  thd't;  y o u  b l e l - e  i n c o v p o r a  
t h e  labts  of * *  ************ * *  ** * * * * * *   o n  * * *  *** ***** . T h e  p u r p o s e s  
of  y o u r  o r g a n i z a t i o n  are t o  c o r , s t r u . c t ~  a a i n t a  i n  a n d  r e p a i r  t h e  r o a d  
a n d  its a s s o c i a t e d  r i g h t  o f  way a n d  e a s e o l u n t s  i n  t h e  r e s i d e r i t i a l  . 

s u b d  i v i s I o n  kn13r.rn a s  ********  * * * * *   Y a n d  t o  e n f  v r c e  t h e  r u l e s  
a n d  r e g u l a t i o n s  s e t  f o r t h  i n  t h e  " O e c l a r c i t i o n  o f  R c ~ t r i c t i s n r "  o f  
********  * * * * * * * ****  * * * * * *  .  

T h e  ac t ;  i v i f i  es of y o u r  o r g a n  i z a t  i on c o n s i s t  o f  t h e  ma i n t e n a n c e  a n d  
i r ~ ~ p r o v e m e n t  of t h e  common a r e a .  T h i s  i n c  l u d e s  v e s u r f a c  i n g  t h e  r o a d  5 mak i n g  
m i n o r   wad r e p a  i  rs  t then n e e d e d 9  i n s t a  I l i n g  and  ma i n t a  i:) i n g  i n f  o r m a t i c m a  l 
s i g n s 9  sn0t.c r e m o v a l  a n d  l a n d s c a p i n g  o f  C-he e n t r a n c e  a r e a ,  Your  
o r g a n  i z a t  i o n  a lso h o l d s  m e e t i n g s  t o  d i s c u s s  p e r t i n e n t  i s s u e s  and 
p l a n s  s o c i a l  g a t h e r i n g s .  

In a  l e t t e r  d a t e d  * * * * * * * * ****9 y o u  s u b n r i k t e d  a c):lpy o f  y o u r  s u b d i v i s i o n  
p l a t .  You s t a t e  t h a t  t h e  kssoc i a t i o n  itsr1.F obfns  no p r o p e r t y  ( a s i d e  -frcm 
e r e c t m i  s i g n s )  o r  area. You f u r t h e r  5taC-c? k h d t  " t h e  r o a d ~ . t a y  i s  a c t u a l  l y  
c t~ tned  .to t h e  c e n t e r 1  i n e  ccf t h e  r o a d  by t h e  i n d i v i d u a l  l o t  i lwne r s  a n d  is 
o p e n  to t h e  p u b l i c . "  

Rcvieiier Reviewer ** ******** * Reviewer 
Code * * * * * * * * *  ***  * * 

Surname ******
Data 

Form 1937-A (Rev. 6-86) ~orrespbndence Approval and c~earanhe ' ' 



* * * * * * * * *  * * *  

Your  inconle i s  d e r i v e d  f ronl a n n u a  l a s s e s s m e n t s  o f  a 1 l p r o p e r t y  h o l d e r s  
a n  r e c c ~ r d  a n d  i n t e r e s t  a c c r u e d  an a  bank  a c c u u n t .  E c p e n s e s  a r e  shown f o r  
i i a b  i l  i t y  i n s u r a n c e 7  l e g a  I s e r v i c e s ~  r e y i s t e r e d  a g e n t  f a e svsno !q  removal 
a n d  S t a t e  C o r p s r a t i o n  Conlnt ission annucl l f e e .  

S ~ c t i f i n  5 0 1 < c )  ( 4 )  o f  t h e  S o d e  p r c t v i d e s  f o r  t h e  r e c c ~ g n i t i a n  o f  c i v i c  
f e a g ~ : . ~ ; ,  s o c i a  l w e l f a r e  o r g a n i z a t i o n s ,  o r  o t h e r  o r g a n  i z a t i o n s s  n o t  
o r g a n  i z e d  f o r  p r o f  i t v  b u t  o p e r a t e d  enc I u s  i v e  l y  f o r  t h e  p r o m o t  i o n  of 
s o c i a l  w l f a r e .  

S e c k i u n  5 0 1  ( c )  ( 4 ) - I  ( a )  (21 (i ) of' t h e  F e d e r a  l Incotile Tax R e g u l a t i o n s  p r o v i d e  
t h a t  a n  o r g a n i z a t i o n  i s  u p e r a t e d  e x c l  u s i v e l  y f o r  the  p r u m o t i o n  wf soc i a i , .  
 elfa are i f  i t  i s  p r i m a r i  l y  e n g a g e d  i n  p r o n l a t i n g  i ~ r  some May t h e  common 
good a n d  g e n e r a l  w e l f a r e  o f  t h e  petty le a f  t h e  conrmunity.  An o r g a n i z a t i o n  
en lb r aced  w i t h i n  t h i s  s e c t i o n  i s  o n e  w h i c h  is o p e r a t e d  f o r  t h e  p u r p o s e  

b r  i ng  i  n g  a b o u t  c i v i c  b c t ; t e r m e n t  and ~ o c  ia l i n i p r u v e n ~ e n t s .  

R e v e n u p  R u l i n g  72-1029 1972-17 C.B. 1499 s t a t e s  t h a t  a n o n - p r o f i t  
o r g a n i z a t i o n  Povmed t o  p r e s e r v e  t h e  a p p e a r a n c e  o f  a  hczus ing  d e v e l o p m e n t  ' 
a n d  t o  m a i n t a i n  s t reets?  s i d e ~ i a  l k s s  a n d  cnnlmon a r e a s  f o r  t h e  u s e  of .:, 
 residents is e x e m p t  u n d e r  s e c t i c r n  501 tc )  ( 4 )  o i  t h e  Code.  M e m b e r s h i p  
i s  r e q u i r e d  t:tf a l l  o ~ q n e r s  13f r e a l  p r o p e r t y  i n  t h e  d e v r l o p n r a n t  a n d  
a s s e s s m e n t s  a r e  l e v i e d  tct s u p p o r t  t h e  o r g a n i z a t i o n ' s  a c q k i v i . t i  rs. 
1.t; w a s  h e l d  t h a t  b y  m a i n t a i n i n g  t h e  p r o p e r t y  nclrnral l y  m a i n t a i n e d  by 
nrun i c i p a  l g o v e r n m e n t s ,  t h e  o r g a n i z a t i o n  s e r v e d  t h e  cownlon good a n d  
g e n e r a  1 n e t  f a r e  of  t h e  p e o p l e  o i  t h e  con~mun i l y .  

R e v e n u e  R u l i n g  74-995 1974-1 C.B. 131;~ m o d i f i e d  R e v e n u e  R u l i n g  72-102 by 
s t a t i n g  g u i d e 1  i n e s  u n d e r  ~ r h i c h  a holueo14net-s a s s o c i a t i o n  c o u l d  q u a  l  i f y  
f o r  e ) :enrp t ion  u n d e r  c , e c t i o n  5 0 1 ( c ) ( 4 )  o f  t n e  Code. One g u i d e l i n e  i s  t h a t  
a homeowner s  a s s c r c  i a t  i o n  m u s t  s e r v e  a cornnlun i t y  btlric h  b e a r s  a  r e a s o n a b  l e 
r e c o g n i s a b  i e  r e l a t i o n s h i p  t o  all a r e . ,  o r d  i n a r i  l y i d e n + , i f  i e d  a s  g o v e r n n t e n t a  l  
i n  o r d e r  t o  q u a 1  i f y  u n d e r  Code  s e c t i o n  501 (c l  (4)" 

? th is  I - t r l i n y  ~pead r ,  i n  p a r t i  "A c:l:~nImuniky H i t h i n  t h e  m e a n i n g  of s e c t i o n  
601 (c>  14) a n d  . the  r e g u l a t i o n s  is nc1.t s i m p  I y a n  a g g r e g a t i o n  of hctmeo~rnert ;  
b a u n d  t u g e t t l e l -  i u  a s k r u c % u r a a  l un i e  formed a s  a n  ini;egt-a I p a r t  ctf a p  I a n  
f t s r  t h e  d e v e l o p m e n t  o f  a  1 ' @ s t a t e  d i v i s i  ctn a n d  -:he s a l e  o f  homes  
. t h e r e i n .  A l t h o u g h  t h e  e):ac-i; d e l  i n e a % i  on  o f  t h e  boutrdalr i  c-s c ~ f  a  "comnlun i t y "  
c a n t e r o p l a t e d  b y  s e c t i o n  501 ( c )  (41 i s  no2; p o c , s i b l e s t h e  telvn1 a s  u s e d  i n  
t h a t  s e c t i c t n  h a s  t r a d  i t i  ccna l I y b e e n  c o n s . t ~ u e d  a s  h a v i n g  t v e f e r e n c e  ,to a  
g e o g r a p h i c a l  u n i t  b e a r i n g  a r e a s o n a b l e  r e c : ~ g n i z a b l e  r e l a t i o n s h i p  t o  a n  
a r e a  or'd i nar- i  1 y iden't; i f  i ecl a s  it y o v e r n n l e n t a  1 un i t  or' d i s t r  i c t  t h e r e o f  ." 



********************************s 
*****************

Revenue Ruling 69-2809 1969-2.C.E. 1527 cuncerns a nonprofit organization 
formed to provide maintenance of exterior 1s and roofs of homes u.f 
m@rnbers N ~ O  ONil houses In a development, The court held t h a t  this entity 
d i d  not qua1 ify fsr exemption under section 501 (c) (4 )  since it i.ta5 
perfonring services that n\en\bers i.t~uld ord inari l y have to provi d,. for 
thernsel ves and was providing an economic benef it bfh i c h  served the 
member-5 instead of the conmmunity as a  hole. Th? court fu.rther held 
that "any benefits t a  the comrflun ity are nut sufficient to meet the 
reaui renten% clf the regulation that the urganizatian b e  operated prinlari ly 
fur t h e  cor{imc~n good and general welfare of the people of the community." 

There are ******** lots i n  your subdivision of which ******** contain 
private single f ami ly  residences i**   i s  not developed). 

Your comnton area consists solely of a n  access road through the subdivisisn 
from the S t a t e  Route Nu. *** ending in a cul-de-sac. The road can only 
benef i4: the lot oidners and those n~entbers of the general pub1 ic r4ho are. 
thsi r guesks. There are no recreationaf or  park ing faci l itiesg sidekta lks 
or street l i ghts. 

pu b  i i c y  as distinguished from control led use o r  access vostricted fo the 
members of the horneo,tners assoc i a t  i an.. ." 
He have detcunlined that your activities are simi lar  to those described 
in this Revenue Ru l i ng9 and PI- i mar i l y benef it the  homecwners and nlembers 
rather than promote the conman good and general welfare o f  the people of 
the cun~ntunity. Therefore7 your organ izaticn does not qua I ify f o r  exeotption 
under section 501 ( c )  ( 4 ) .  

In accordance with this determination5 yuu are required to fi le Federal 
income t a c  returns on Fcvm 1 120H. 

Yctur atten-bion is called to Internal Revenue Code section 5289 ~hich 
pvov i des c a r t a  in procedures by  hi c h  q u a  l if y i n g  homeowners associations 
may elect fo be treaked as a tax-exempt organization. The enclosed 
Publication 588 describes the requiren~ents t o  be covered ny t h i s  section 
of the Code. 



Enc l k s u r e s :  Pub l it. ,< . i n  892 
Pub ; ir . .on 588 

* * * * * *  *****  * *  * ** *****

If  you do  n o t  a c c e p t  o u r  f i n d i n g s r  He recommend t h a t  you r e q u e s t  a 
c o n f e r e n c e  > t i  t h  a member o f  oulr Keg i ona l O f f  ice c a n f  e r e n c e  staf f . 
Your r e q u e s t  f o r  a c o n f e r e n c e  s h o u l d  i n c l u d e  a w r i t t e n  appeal g i v  
facts5 l a ~ q  and a n y  c t the r  in fc rma t i c tn  tct s u p p o r t  y o u r  p o s i t i o n  a s  
i n  the e n c l o s e d  f ub l icaf ion  542. You j 4 i  l I t h e n  be c o n t a c t e d  t o  a r r a n g e  
a d a t e  f o r  a c o n f e r e n c e .  The c o n f e r e n c e  may b e  h e l d  a t  t h e  Heg iona  l 
r3ff icer o r  if you  request^ a t  a n y  n ~ a t u a  l l y cz)nven i e n t  D i s t r i c t  O f f  ice. 
If  bte d o  ncct healW from you > t i t h i n  30 d a y s  f r o m  t h e  d a t e  of t h i ~ '  lektar, 
t h i s  d e t e r n t i n a ~ i o n  w i  f l  become f i n a l .  

*** ***** * ** * * * * *  


